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TERMINATION PAY DEFINITION

Termination pay includes any form of severance pay which could include:

» Vacation Pay

 Sick Leave

 An amount provided under an early termination incentive
plan, or other payments contingent on a TRS member
terminating employment, being paid upon termination and
retirement.

Upon retirement, TRS members can include termination pay in the
calculation of their Average Final Compensation (AFC) and pay an
additional employee contribution to TRS to fund an increase in their
monthly retirement benefits.
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RETIREMENIT TERMINATION PAY FORIVI

Upon termination and retirement, TRS members
eligible for termination; pay must filllout'a "Retirement
Tlermination Pay: form.
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The ‘Retirement Termination Pay’ form is found in each retiring
member’s ‘Retirement Application Packet.’

The retiring member is instructed to complete the ‘Member Information’
section of the form and forward the form to you, the employer.

The form must be retained in your office until the retiring TRS member
has been fully terminated, all wages have been paid, and the
termination pay amount has been determined and Is ready to be
processed. As the reporting agent, it Is your responsibility to submit the
properly completed form to TRS.
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http://www.jiunlimited.com/en/search/close-up?eqvc=21445&oid=5292742&a=a&pt=&k_mode=all&k_exc=&cid=&date=&ct_search=&f_c=1&f_b=1&f_h=1&f_v=1&f_n=1&f_i=&f_o=&f_l=&big=1&k_var=signature&bl=%2Fen%2Fsearch%2Findex%3Fa%3Da%26f_h%3D1%26f_v%3D1%26f_n%3D1%26f_b%3D1%26f_c%3D1%26k_var%3Dsignature%26k_mode%3Dall%26big%3D1%26srch%3DSearching...%26ss%3DABLE%2BNANA%2BBRDX%2BCSTK%2BCREA%2BGOOD%2BLLIB%2BPHDC%2BPOBJ%2BPXLN%2BITST%2BTHNK%2BSTXP&first=&ofirst=&srch=Y&hoid=d3c1a184dd9e0bb849e72885103bd4f6&ss=ABLE+NANA+BRDX+CSTK+CREA+GOOD+LLIB+PHDC+POBJ+PXLN+ITST+THNK+STXP&srcsite=ABLE&srcsite=NANA&srcsite=BRDX&srcsite=CSTK&srcsite=CREA&srcsite=GOOD&srcsite=LLIB&srcsite=PHDC&srcsite=POBJ&srcsite=PXLN&srcsite=ITST&srcsite=THNK&srcsite=STXP

RETIREMENIT TERMINATION PAY FORM, Cont.

After the retiring member has been terminated, please return the
‘Retirement Termination Pay’ form and the ‘Retirement Termination
Pay Calculator’ screen shot to TRS at least one week prior to
submitting your monthly contribution report which contains the
employee and employer termination pay contributions due to TRS.
This will give TRS the processing time necessary to minimize
Interruptions when validating and submitting your monthly.
contribution report.

The employee and employer contribution due on
termination pay must be remitted to TRS by the
15" of the month following the member’s date of
termination.
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http://www.jiunlimited.com/en/search/close-up?eqvc=440539&oid=12002125&a=a&pt=&k_mode=all&k_exc=&cid=&date=&ct_search=&f_c=1&f_b=1&f_h=1&f_v=1&f_n=1&f_i=&f_o=&f_l=&big=1&k_var=Calendar&bl=%2Fen%2Fsearch%2Findex%3Fa%3Da%26f_h%3D1%26f_v%3D1%26f_n%3D1%26f_b%3D1%26f_c%3D1%26k_var%3DCalendar%26k_mode%3Dall%26big%3D1%26ppage%3D2%26srch%3DSearching...%26ss%3DABLE%2BNANA%2BBRDX%2BCSTK%2BCREA%2BGOOD%2BLLIB%2BPHDC%2BPOBJ%2BPXLN%2BITST%2BTHNK%2BSTXP%26first%3D21&first=21&ofirst=&srch=Y&hoid=871c1fddee13c9912941fd9a763fe7be&ss=ABLE+NANA+BRDX+CSTK+CREA+GOOD+LLIB+PHDC+POBJ+PXLN+ITST+THNK+STXP&srcsite=ABLE&srcsite=NANA&srcsite=BRDX&srcsite=CSTK&srcsite=CREA&srcsite=GOOD&srcsite=LLIB&srcsite=PHDC&srcsite=POBJ&srcsite=PXLN&srcsite=ITST&srcsite=THNK&srcsite=STXP

RETIREMENT TERMINATION PAY FORM
MEMBER INFORMATION

The retiring member must provide their personal information. In
addition, they must indicate their intention relative to the use of
termination pay in the calculation of their monthly retirement benefit, if
applicable.

MEMBER INFORMATION - FLEASE TYPE OR FRINT LEGIBLY IN DARK INK AND FORWARD TO YOUR EMPLOYER.

First Last Suffix
Printed Mame

XX X-XX-

Area Code and Telephone Mumber Date of Birth

INSTRUCTIOMS: Indicate Option 1, 2, or 3 to advise the Montana Teachers' Retirement System (TRS) how you wish
your termination pay to be used in the calculation of your monthly retirement benefit.

| hereby elect termination pay option: Option1 [ ] Option2 [ ] Option3 [ ]

[ ] | have signed the Termination Pay — Irevocable Election Form’, at least 30 calendar days prior to my termination
of employment, to allow the employee contribution due on termination pay to be remitted as tax-deferred.

[ ] | have not signed the Termination Pay — Imevocable Election Form'. | understand | must remit a personal
payment representing the employee contrnbution due the TRS.

Member's Signature
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RETIREMENT TERMINATION PAY FORIVI
ENMPLOYER CERTIEICATION

As the employer, you must properly complete the ‘Employer Certification’ section of the
‘Retirement Termination Pay’ form once the retiring member has been fully terminated.

Once the appropriate sections have been completed, we ask that you certify that the
information is complete and sign and date the form.

When the Retirement Termination Pay’ form has been completed, access the
‘Retirement Termination Pay Calculator’ on the TRS website, if applicable.

EMPLOYER CERTIFICATION

%

Employee’'s Termination Date Employee’'s Termination Pay Amount

Will the employee contribution due on termination pay be remitted as tax-deferred? YES[_ | NO [

Please verfy the following: (Do not include Termination Pay Amount)
Base Contract Aamount $ Other Compensation $
Explanation:

INSTRUCTIOMNS: Please retain this ‘Retirement Termination Pay” form in your office wuntil the employee has
terminated. all wages have been paid, and the termination pay amount has been determined. Through the Wages
and Contribution Reporting (TRS On-Line) system, access the TRS ‘Retirement Termination Pay Calculator. Populate
the required fields and calculate the employee and employer contribution due the TRS. Print the ‘Retirement Termination
Pay Calculator screen. Attach the termination pay calculation screen print to the reverse side of this form using clear
tape only. Retumn the 'Retirement Termination Pay' form to the TRS at least one week prior to submitting your monthly
contribution report to allow processing time necessary to minimize interruptions in validating and submitting your report.
For assistance, please call 406-444-3324 or 406-444-4113.

Retain a copy of this completed form and termination pay calculation screen print for your records. Remit the contributions
due on termination pay by the 15" of the month following the member's termination, or interest may be assessed.

I certify that the abowve named member has terminated their employment and that all information reported is complete and
correct. If the member has signed a Termination Pay — Imevocable Election Form, unless otherwise required by law. the
total termination pay amount payable to the member is reported; and that employee contributions will be withheld
pursuant to IRC 8414(h)}{2) and Montana Code Annotated, §19-20-¥16. | also certify that the termination pay amount
reported does not include deferred compensation as defined under IRC, 457(f).

Employers Printed MName Area Code & Telephone Mumber
Certifying Officers Printed Mame & Title TRS Six-Digit Employer Mumber

Certifying Officer’'s Signature
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RETIREMENIT TERMINATION PAY
CALCULATOR

The ‘Retirement Termination
Pay Calculator’ is located on
the TRS website and must be
used to calculate the ‘Employee
Contribution due and ‘Employer
Contribution Due’ to TRS.

TRS provides step-by-step
Instructions for processing
termination pay in Section 6 of
the Employers® Manual, also
located on the TRS website.
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Montana TRS Web Contribution Reporting

Employer 999932 PUBLIC EDUCATION EMPLOYER

Upload Contribution File 1o TRS
opy Foeward 1o New Penod

Enter or Change Contibution Repont

Enter of 0
Contnbuton Repont D




RETNIREMENIT TERMINATION PAY.
CALCULATOR, Cont.

The TRS database presents a shell document of the ‘Retirement Termination Pay
Calculator’ used to calculate the ‘Employee Contribution Due” and ‘Employer
Contribution Due’ on termination pay.

To begin:

Enter the ‘Member’ Social Security number and click ‘Search’

|
Retirement Termination Pay Calculator

Member 888043169
Employer

Date of Bath Member Age

Retiwrement Date First day of month after termmation date (mmddyyyy)
Years of Service

Years of Buy Back Service Avaiable

Total Service ]

Last Date of Employment

Termmation Pay Amount

Termmation Pay Option

FICA Withholding Amount

Medicare Withholding Amount

n Pay Employee
n Contribution Rate | Contribution Due | Contribution Rate | Contribution Due
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RETIREMENT TERMINATION PAY
CALCULATOR, Cont.

The TRS database will present information relative to the retiring TRS member.

To calculate the ‘Employee Contribution Due’ and Employer
Contribution Due’ populate the following fields:

Retirement Termination Pay Calculator

o Member B33-04-3168 DIMOND, CHERYL -m
Retirement Date — 999932  TESTELEMENTARY <<<TEST >>>
Date of Bath 09/16'1949 Member Age
Retrement Date First day of month after termmation date (mmddyyyy)
Years of Service 3348| Service Verified by TRS on 060872010
Last Date of Employment Yers of Buy Back Service Avaible Please contactthe TRS
Total Service [_'3‘5'6
Last Date of Employment (mmddyyyy)
. - Termmation Pay Amount 00
Termination Pay Amount SN ——

FICA Withholding Amount
Medicare Withholding Amount

FICA Withholding Amount

h_r-(?:::: Pﬂ."l Col‘:’RﬁlQ Co-ili.bl:l;.‘o.:'l)ue I Col:i:-p“oh::;hte Confr;:.;::rbue |
Medicare Withholding _“Opden] ] o] __ooo] oo ool

This is an esgifiate and not to be construed as a firm commitment of the employee and employer
A countributiopsto be paid on termination pay. Many factors may affect the final calculation, including
m O u n t future changes in law and/or administrative rules.

“Employee Contribution Due Must Be Remitted By Member — Via Personal Payment.

When all the fields are populated,

No retirement application on file

Click ‘Calculate’ (Giear) [ Name Lookup_] (Fiome )
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RETIREMENT TERMINATION PAY
CALCULATOR, Cont.

The TRS database populates the
calculator to reflect the ‘Employee
Contribution Due’ and the ‘Employer
Contribution Due.’

In addition, the retiring member’s
“Termination Pay Out-of-Pocket
Calculation for Option 1’ information is
presented, if applicable.

In this example, as the reporting agent
you must remit the “Tax-Deferred’
amount to TRS on your monthly
contribution report.

The retiring member is required to
remit a personal check to TRS
representing their ‘Out-of-Pocket
Expense’ to fund the increase in their
monthly retirement benefit.
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Retirement Termination Pay Calculator

Member 88804-3168 | DIMOND, CHERYL
Employer 999932 TEST ELEMENTARY <<< TEST >>>
Date of Birth 09/16/1949  Member Age 61

Retirement Date 07/01/2010, First day of month after termination date (mmddyyyy)
Years of Service 3348 Service Verified by TRS on 06/082010.
Years of Buy Back Service Available | Please contact the TRS

Total Service [E=sT4s

Last Date of Employment 06/30/2010 (mmddyyyy)

Termination Pay Amount 10.000.00

Termination Pay Option 1

FICA Withholding Amount 62000

Medicare Withholding Amount

Termination Pay Ellp‘o‘ ee Employee Employer Employer
Opnon Col tion Rate | Contribution Due | Contribution Rate | Contribution Due
Opbol 3 30 11,048. 40 3. 45 11,550. I

This is an estimate and not to be construed as a firm commitment of the employee and employer
contributions to be paid on termination pay. Many factors may affect the final calculation, including
future changes in law and/or administrative rules.

Termination Pay Out-of-Pocket Calculation for Ophol 1
Temunation Pay Amount I i
Less FICA Withholding Amount I 620. I

Less \‘leticxe “lthboldmgAmoum 145. I
Net Amount (Tax-Deferred) 9,235.00

Contributions Due TRS I 11,048 40
Out-Of-Pocket Expense I 1.813.40

merease in the member's monthly
retirement benefit




RETIREMENT TERMINATION PAY
CALCULATOR, Cont.

Retirement Termination Pay Calculator

In this example, the TRS \ Be660-185 | CRUMP, TERI
1 1 1 y 999932 TEST ELEMENTARY <<< TEST >>>
database indicates the member IS . s it

eligible to purchase additional : First day of month sfer termination date (mundey)

000 Service Verified by TRS on 01/19/2010

service credit in the “Years of Buy
Back Service Available’ field.

LDeo(Emplo)man
Temunation Pay Amount

- Termmation Pay Option
The member must advise TRS o
and your office of their intent to Medicare Wiihokding Amount

'
purchase service. C Coime )

Termination Pay Employee Eluplm ee Employer Ewmployer
Option Conmlntm Rate Col tribution Due Conmbmol Rate Colmblhol Due

Opnol l

If the member elects not to “Option 2 | 71< ooo m ooo

purchase service, delete the e e e e e e e
‘ - future changes in law and/or administrative rules.
Yea rs Of B uy Ba Ck Se rvice *Employee Contribution Due Must Be Remitted By Member - Via Personal Pavment.

Ava i I a ble . , No retirement application on file
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RETIREMENT TERMINATION PAY FORM WITH
SIGNED ELECTION FORM

If the retiring member elected termination pay Option 1 or Option 2, the gross
amount of the termination pay will be subject to Social Security withholding.

However, Federal and Montana state income taxes will not be withheld from the
‘Employee Contribution Due’ being deducted from the termination pay.

The retiring member may not change the termination pay option election if a
valid “Termination Pay — Irrevocable Election Form™ has been executed.

If the ‘Employee Contribution Due’ to TRS is greater
than the net amount, after Social Security is deducted,
the retiring member must remit a personal check,
payable to TRS, for the ‘Out-of-Pocket Expense’ T TR
amount.

As the employer, you must provide a copy of the completed ‘Retirement
Termination Pay’ form and the ‘Retirement Termination Pay Calculator’ screen
shot to the member, highlighting the out-of-pocket expense amount. Advise the
retiring member that they must remit the ‘Employee Contribution Due’ to TRS by
personal check.
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RETIREMENT TERMINATION PAY FORM
WITH SIGNED ELECTION FORM, Cont.

Populate the employee tax-deferred contribution in the (Term Pay Contrib)
column, the termination pay. option elected in the (Opt) column, and the employer
contribution due in the (Employer Term Pay) column on the Contribution Detalil

Screern.

Contribution Detail
Agency 999999 A MONTANA SCHOOL Period 6 2008

Member Actual Current Calculate Service Monthly Additional Employer ~ Member  Action TermPay Employer  Entry
SSN N Wages Contrib  Contrib  (FTE) Hours  Contrib  Additional Status Code Contrib  Opt Tery Pay  Number

§99-99-9999 Smuth, Jane 3 | : v|$461750 | 1 $5265.00

‘Save’ the document and click the ‘Contrib Summary’ button.
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RETIREMENT TERMINATION PAY FORM
WITH SIGNED ELECTION FORM, Cont.

Contribution Summary

Agency [999999 |A MONTANA SCHOOL

TRS Employees | 1 Addl1Emphk Contrib | 0.00 # of Report Periods

Total FTE © 1.0 EmployerTem Pay [ 526500 Final Year-EndRpt |Yes |

Total FTEHours | 140 TIAA CREF Contrib | 0.00 TIAA CREF Eamings| 00
Earnings [ 1526175 Total Empr Contrib | 526500 Pay Period Date 06/30/2008
Regular Contribution] =~ TotalDue ThisRpt | 1211377 Date Edited

Additional Contrib 4,617.50 Remitted This Repon‘iL 12,113.77 Date Posted

Member Contrib | 1,091.22 Report Over+/Short- | .00 ©  Edit Status

Employer Contrib [W Over/Short Balance | 0.00 Post Status

Starting Entry No. | ] Starting With _ | Copy to New Period | Il j
Detail Sequence

Click the “Validate Contributions’ button to populate the employee “Tax-
Deferred Contribution’ in the ‘Additional Contrib’ field, and the ‘Employer
Contribution Due’ in the ‘Employer Term Pay’ field.
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RETIREMENT TERMINATION PAY FORM
WITHOUT SIGNED ELECTION FORM

If the retiring member has not signed a ‘Termination Pay — Irrevocable Form’ and elected
termination pay Option 1 or 2, the ‘Employee Contribution Due’ on termination pay will not be tax-
deferred.

The net amount of the termination pay is made payable directly to the retiring member. Federal,
Montana state, and Social Security taxes will be withheld from the gross amount of termination pay.

As the employer, you must provide the retiring member a copy of the completed Retirement
Termination Pay form, highlighting the out of pocket expense amount. The retiring member is
to be advised they must remit the ‘Employee Contribution Due’ to TRS by personal check.

The ‘Employer Contribution Due’ must be included on the monthly report under the ‘Employer Term
Pay’ column of the Contribution Detail screen. This information will be presented on the ‘Contribution
Summary’ page in the ‘Employer Term Pay’ field.

Contribution Detail

Agency 999999 A MONTANA SCHOOL Period 62008
Actual  Current Calculate Service Monthly Additional Employer ~ Member  Action Term Pay Employer  Entry

Wages Conmb Contrib (l'TE) Hours Contrib  Additional  Status Code  Contrib Op( Term Pay  Number
_g526500 [ 1

In addition, the employee contributions on termination pay may be limited under Internal Revenue
Code (IRC) Section 415(c). Please contact the TRS office to determine if a limitation applies.
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Thank you for taking the time to view the "Employers’ Retirement Termination
Pay’ tutorial. The information provided in this tutorial is for educational
purpeses only. Itis intended to provide basic infermation about the services

and benefits provided by the Montana Teachers® Retirement System under the
laws and rules applicable as of the date of preduction.

1500 East Sixth Avenue
PO Box 200139
Helena, Mili 59620-0139

1-866-600-4045 (Toll Free)
406-444-3134
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